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present their repo,t together with the audited financial statements for the year ended
isclose the state ofaflairs ofthe Company.

of the Company is to provide Water and Sanitation Services to residents of Naromoru
te environs in Nyeri County and lower parts of Lamuria Location in Tigithi Sub-

ounty.

D CORE VALUES

loped the vision and mission statements as well as core values which are outlined

ASCO

Water and Sanitation Companl (NAROWASCO) reflects its main goals as

er Services Provider in Nyeri County and in Kenya"

WASCO

oru Water and Sanitation Company (NAROWASCO) is inclined towards serving the
mpany's stakeholders and is as shown below:

f quality. affordable. Reliable and Sustainable Water and Sanitation Services by
ng Water and Sanitation tbcilities"

n and vision. the following core values are our guiding principles:
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('TORS

chiri Kariuki - Chairman -re-elected on l5-01 -2015

- Director-elected on I 5-05-2016

- Director-elected on l5-05-2016

- Director-elected on l5-3-2019

- Chief Oificer (CO-Water Depadment)

- Appointed in 201 8

- Elected on I 5-01 -201 5

- Secretary to the Board of Directors

- Chairperson
- Member
Member

- Chairperson

- Member

- Member
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Dctails of rrl \I bcrs:
No,

I Mr
flo
Edt
Sec

Del

lawrence Muchiri Kariuki:
ds a Diploma in Animal Production in Egerton University and Diploma in
cation lrom Kenya Technical Teacher's College. He has worked al SI Monica
ondary school and is currently at Mureru Secondary school as Head of
rartment ( sc ience )

I
Mr

Mb
Ker
Ex<

Agr
wol
Pro
ove
the
mo

Mb
Ev:
Pre
(te
(20
*2t

On
Ma
of
Cot
Sar
mer

Cr<

tu Mwaura is an Economist with Masters degree from University of Nairobi.
a (1998) and a Water and Sanitation Services Practitioner with Intemational
utive Masters in Water Supply and Sanitation Services Management from
ParisTech lnstitute, France (2018). He is currently pursuing (cleared course
and now on Thesis phase entitled 'Productivity analysis among Water Service

idcrs in Kenya') PhD in Economics at Kenyatta University. Kenya. He has

20 years of prof'essional work experience in both public and private sectors in
llelds of policy analysis, planning, research, development finance and

itoring and evaluation.

tu Mwaura is currently. since 2008, the Corporate Planning, Monitoring and

uation Manager with Nairobi City Water and Sewerage Company l-td.
iously. he worked with Fineline Systems and Management Consulting fimr
9 2002). Kenya l.Jnion of Savings and Credit Cooperatives (KUSCCO) Ltd.
2 2003) and Kenya lnstitute for Public Policy, Research and Analysis (2004

overnance and leadership t-acets. Mbutu Mwaura is the Chairman. Board ol
agement for St. Peters Kambura-ini Secondary School and a member ofBoard
irectors (and Chairman of Finance. Human Resources and Administration
mittee and a member of Technical Committee) of Naromoru Water and

ation Company Ltd.. both in Nyeri County, Kenya. He is also an Associate
ber of Kenya lnstitute of Management (KIM).He represents Professional
p Stakeholders in Narowasco

butu Muaura

8)

)

3 Rer

llo
('ur
('hr

s a Diploma in Bible and Theology from Machakos College of Theology.
ntly. he is the Revered in-charge Africa Inland Church-Naromoru. He is the

f rman of Pastor's Fellowship in Naromoru.

red Francis Wothaya Nderitu
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I Simon Ndirangu Gachunia

$ notas a Masters of Arts in lnternal Relations from United States lnternational

fiversity IUSlU). He has a Post Craduate Degree in Cross Cultural

iinmunications and International Works from the Hald Intemajionale Senter,

[irway. Holds Bachelor of Education's An (Mathematics and Business Studies)

fin Kenyatta University. He is the current chairman of Choice Microfinance
rnk and B.O.M chairman of St. Gregory Karima Secondary School. He
resenls the (iovernor in the l]oard of NAROWASCO
Rachael Wangui Mutu ri

llds a Diploma in Farm Management from Egerton University, 2006. Has
lrked as a Divisional Environment and Land Management Officer in Kieni East
d as an Agricultural olficer in Kieni East Sub-County since 2010. She is

frently serving as a Ward Agricultural in charge of Thegu River Ward.

F represcnts women group in the Board of NAROWASCO.
I
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David (Jitonga Ndirangu
lds an A" level certificate lrom Mang'u High School . Diploma in Water
gineering fiom Kenya Polytechnic Nairobi. has worked in District Water
gineer's Office in Nyeri in Planning and Design Section for l0 years,
isional Water Officer in Othaya tbr 2 years. Development/Maintenance

per intendent in OMWASCO lbr 2 vears .District Water Officer 'l'haraka North
I year and Kieni East for 2Years .Currently he is the General Manager &
retary to the Board of Directors of NAROWASCO

tT.\l to\ ( o\tP \\\ l.t\ l [:t)
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is an "A" level holder at Star Sea High School. Holds a Diploma in Electrical
at Kiambu lnstitute of Science and Technology.

, she is a businessrvoman running an electrical workshop in Naromoru.

Naomi(Jithinji

5.

I

-Tt
l I.,

Bachelor of Afts (Cultural Studies Moi University) 2003

-20062005secondarv

Pauline W. Ndegwa

expenence

2003-2004
school
school

Teacher Bingwa
Teacher Witima
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OMWAS
East for I
Directors

lA" level certificate from Mang'u High School . Diploma in Water

frg from Kenya Polytechnic Nairobi. has worked in District Water

]'s Office in Nyeri in Planning and Design Section fbr l0 years. Divisional
in Othaya for 2 years, Development/Maintenance Superintendent in

O for 2 years ,District Water Officer Tharaka North for I year and Kieni
Vears .Currently he is the General Manager & Secretary to the Board of
hfNAROWASCO

tccr

(iitonga Ndirangu:

Mr Timl
tlolds Ba

Nairobi.
I las worlt
M u kurrvt
lle is cun

thy Kabugi Wamae
ihelor's degree BSC Water Resources Engineering from the University of

bd in Meru Water Services (MEWAS) - Data analyst for I year, Othaya,

ini Water and Sewerage (OMWASCO) lor 5 years as an Area Manager.
'ently the l'echnical Services Manager for NAROWASCO

Ms Glad
Holds Ba
Universit
She also I

KASNET
Has work
Accounta
and Head

helor's degree in Business Administration (Finance) from Kenya Methodist

iolds a Protbssional Certificate in Certified Public Accountants (CPA) by

gd in Tetu Aberdare Water & Sanitation Company ('fEAWASCO) as an

t Assistant for seven (7) years. She is currently the Commercial Manager
f Commercial Depanment lbr NAROWASCO
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SANITATION COMPANY T,IMITEI)
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l912020 was a successful year for the company despite a very challenging

onomic Survey. the global cconomy experienced a decelerated growth of 2.9

a 3.5per cent in 2018. This was attributed to continuous policy uncertainty.
mestic inveslmenl. and a slowdown in labour productivity. J he deceleration

h advanced economies and emerging markets and developing economies. This
United Nation's report that indicates that 2019 ended up having the slowest

ince the world financial crisis in 2008-2009, with growth trending down in

and slowing in all geographic areas except Africa. Gross Domestic Product

tiom 2.7o/o in 201 8 to 2.9% in 20 l9 and is pro.iected to reach 3.2%o in 2020 and

slowdown was accompanied by a sharp slowdown in lntemational trade

g activity. But the Economic outlook for Africa and economies in translation
ommodity prices and protracted weaknesses in some large countries. lndeed.

t of the Corona Virus Infectious Disease 20 l9 (COVID l9) makes the global

ing.

from 2.3 per cent in 2018 to 2.0 per cent in 2019. mainly attributed to

ction in world trade prices of lbod and agricultural raw materials and modest

Atiican Community Regional Overviews

Aliica decelerated to 3.1 per cent in 2019 compared to 3.1 per cent in

widened to 4.0 per cent in 2019 compared to 2.5 per cent in 20 lS.This was due

decline in oil prices which allected the oil producing countries in the region

nric to Sub-Saharan Atiica couplcd with continLretl dcteriorltior.r in oil priccs

tfect growth in the region. As a result, real GDP in the region is expected to

0, the lowest level of growth on record.

mmunity bloc contracled to 5.9 per cent in 20 I 9 compared with 6.6 per cent

growh was recorded in all the countries in the bloc. Rwanda recorded the

of' I 0. I per ccnt in 20 I 9 in thc bloc supported by strong growth in the private

ntry remained vibrant in 2019 though the perfbrmance was slower relative to
ated to have expanded by 5.4 per cent in 2019 compared to a growth of 6.3

was spread across all sectors of the economy but was more pronounced in

slorved growth in 2019 was also reflected in other macro-economic indicators.

k Exchange (NSE) 2O-share index dropped to 2.654 points in 2019 from 2,801

tl p
characterized by moderate build up in inflationary pressures that mainly
rices. lnflation rose from 4.7 per cent in 201 8 to 5.2 per cent in 2019. During

were largely l'avourable to economic activity in 20 I9 compared to 2018.
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ss to sal'e ter and anitation is a human right. Governments are the duty bearers of the

gressive real ation ofp

6.

s

as committ itself to
all access 1() ad uate and

ial attenlion o the

is right in their jurisdictions. Kenya, under Sustainable Development Goal

ieve by 2030 universal and equitable access to safe and affordable water for
uitable sanitation and hygiene for all and an end to open defecation. paying

s of women, girls and those in vulnerable situations. Against the above

ater Service Regulatory Board (WASREB') impact rcport issue no.l2 indicates

ge from 57oh to 5970, Sewerage Coverage from l6% to l7o/o and Sanitation

In this impact report series. NAROWASCO was the third most improved

104 points and rvas ranked in the third position among 23 small utilities (with

d l7'h position overall among 8l public utilities.
omies. disposable incomes in the whole world continued to decline resulting

ng. This greatly constrained our volumes and hindered groMh in turnover

However. despite the very diflicult economic conditions. the, Company water

,623,368 in 2018-2019 to Kshs 11,376,646in2019-2020.
vide a 24 hours Water and Sanitation Service and I believe this position shall

programnrcs

e as a company would not be possible without the leadership ofour talented

Government of Nyeri. Tana Water Works Development Agency. the

customers. Sub County Water Officer- Kieni East and other potential

[lr kground. the I 8/20 t9
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elopment ers especi ly Water Sector Trust Fund (WSTF) who also deserve commendation for their
work and I alty.

ted in thiresults pres port would not have been achieved without the support of the directors and

lir this I wish to hank mv lleagues in the board

o behalf ol' th board. I sh to record our gratitude to our consumers for their continued loyalty and

sU port and to all ur emplo s in the company for their hard work and dedication without which the results

ld not have ib
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of the Water Act 2002 and Water Act 20 l6 was that Water and Sanitation
at the lo$'est level possible. In line with this principle the Ministry of Water.
ion transl'erred lhe provision of Water and Sanitation Services to Water
m July 2005. The Water Act 2002 stipulates that the Water Scrvice Boards

as Water Service Providers, (WSP) Ibr provision of Water and Sanitation
titutional dispensation and Water Act 20 16. Water and Sanitation services are
rnment. Therefore. Narowasco is an agent ofCounty Covernment of Nyeri.

TAI}T,ISII]VII.'N'I'
Water Sector Relbrms Act. Naromoru residents registered Naromoru Water
Company was incorporated under the Companies Act (Cap.486) and that the

tee on J0rh July 2012 (Certificare of Incorporation for the Company
Company's mandate is to be responsible for the provision of Water and

ru and its environs as mandaled under Water Service Provision Agreement in

!f the Water Act 2002 by Tana Water Works Development Agency.
y has been given the responsibility to take charge ofthe Management of all
under the Management of both Ministry of Water and lrrigation and County

ars all the existing water systems handed over to the Company have passed

litated and augmented
e sustainahility there is need to develop and implement the inlrastructure
s. However. these undertakings requires huge amount of money which is
ompany to generate internally. therefore demanding extemal lunding.
pany is working closely with Nyeri County Government. Tana Water Works
Sector Trust Fund and Sub County Water OfIice in developing capital works.

to undertake the following activities in our future development programmes.
uality b1 completing a conventional treatment plant which is almost to

cilities/reservoirs including rehabilitation and augmentation ofexisting water

ation and prolection programme.
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system for waste waler disposal

service delivery at the same tinre achieve sustainability there is an urgent
sYstems through development ofthe infrastructure by implementing the

ny's project proposal document.

NSERVATION
s with other slakeholders concerned in planting indigenous trees in the waterTh
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Company
lmprovement
completion

Constructing
syslems.
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0 the total turnover lbr water sales was Kshs I1,376,6.{6 and operating

es: - All are recruited by the Board ofl)irectors. The company aims to develop
ts own stall guided by the lransfer plan. The ultimate goal is to make the
ity. ln this regard the company has in place Human Resource Policy and
s health and safety. work injury benetits HIV/Aids awareness to enable staff

unity to thank County (iovernment of Nyeri. Tana Water Works Development
lcer Kieni East Sub County, Water Sector Trust Fund and NAROWASCO

upport during the year, also our esteemed customers and our suppliers who
ccess this year. I am also grateful to our staff for their commitment and effort
ny meets its objectives.

ision 2030w there is great demand for water supply in all sectors contributing
s is a great opportunity fbr the company's bright future that depicts a company

y therelbre, strives to meet the ever growing water service demand.
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CoRPO Ft G()V NAN(]E S'I'ATEMENT

romoru wa and San tion Company limited is committed to operating under a clear governance

res to sound management and control practices.
to ensuring compliance with the provisions of Water Act 2002 and Service

ervork and rongly
e Company c()l-I,]lnltt

J) vision Agre ent gran by I'ana Water Works Development Agency among other regulatory and
perv isory co te gove ilncc requrrcrllents
ensuring that orporate

is exerci
vernance is enhanced and that the power of Naromoru Water and Sanitation
in the stewardship ofthe company total portfolio ofassets and resources with
stakeholder value. the Boards of Directors have constituted the following

m m rttees:

FINANCE. MINIS RATI0N AND HTIMAN RESOT]RCES

't' c l;inancc. A in istratio , Human Resources Committee is the overseer of the tinancial management
lll luding repon g process nd sourcing of lunds for Cornpany's capital rvorks
't' e Company es cogn nce of the fact that Human resources is one single asset in achieving the

e duty of the Finance and Administration Committee to ensure that the
pany has th right sta at the right place and doing the right thing. More so. the Committee ensures

pany limit
objective o marntarnl

ls of the Co n1'. lt is
('
rh t sratT rel ls guaran
Ir sures that th re is adeq
su inability of

d.

te asset devclopment, maintenance and inlrastructure improvement to ensure
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. Safegua ing of the
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. Audit of
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rate governance, NAROWASCO has constituted an Audit Committee for

ESetS.

ss of the internal controls.
nancial statements.
pplicable regulatory requirements and accounting standards.

rrEE

fnd sound in lrast ru ctures, the Company has constituted a Technical
f:-

rompany's infrastructures meet the required standards and specifications
onstruction ofcompany facilities meet the economic values.

ompanv prepares viable proposals tbr funding by its development partners
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tion Company Ltd practices Corporate Social Responsibility within its area of
n its area ofjurisdiction, the community in liaison with the office of the
persons liv ing rrith disabilities.
such identified persons with water.

st of installation lor metered service lines.

ter consumption
a intenilrcc ol'such connect ions.

g attachments to Persons with Disabilities and others etc.

the Company managed to install 4no hand washing points within its area of
us stage. mitumba market. food stuff market and the last one at Huruma area.
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REPORT F'tHE ('totrs
Directors brn it their port together \.!vith the audited financial statements for the year ended June 30.

20 which sh the state fthe company al fairs.

incipal activ
e principal a ivity of Company is to provide Water and Sanitation Services to residents of

oru Tow in Nyeri unty and its immediate environs and lower parts of Lamuria Location in
ithi Sub-1. on ln ipia County.

Its
e results of tIl()ru er and Sanitation Company for the year ended June 30, 2020 are set out on
e l8-38

ctors
e members o c [Joard Directors rvho served during the year are shown on page 4.

idends/Su s rem n
company rs m ited by arantee and docs not pay dividends. Any surplus realised is ploughed back to
ce capital pend it u re.

ditors

Auditor G ral is res sible for the statutory audit ofthe company in accordance with Public Finance
agement rvh h cmpo the Auditor General to appoint an auditor to audit on his behalf.

Order of the ard

pany Sec

4or}."
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0F I)IRE('T()RS' RESPONSIBILITY
ce Managemenl AcI. 2012 and public Audit Act, require the Directors to

spect ol'Public lnstitutions. which give a true and fair view ofthe state of

d ofthe financial year 2019-2020 and its operating results for that year

Water and Sanitation Company Board of Directors are also required to

proper accounting records which disclose with reasonable accuracy the

are also responsible for safeguarding the assets ofthe company.

r the preparation and presentation of the Company's financial statements,

f the state ofaflairs of the company for and as at the end ofthe financial year

responsibility includes: (i) maintaining adequate financial management

at these continue to be effective throughout the reporting periodr (ii)

records. rvhich disclose with reasonable accuracy at any time the financial

n of the flnancial statements, and ensuring that they are free from material

lerror or fraud; (iv) safeguarding the assets ofthe companyt (v) selecting and

g policies: and (vi) making accounting estimates that are reasonable in the

ility fbr the company financial statements, which have been prepared using

supported b1, reasonable and prudent judgments and estimates, in conformity

ing Standards (IFRS), and in the manner required by the Public Finance

e State Corporations Act. The Directors are ofthe opinion that the company ls

and fhir vierv olthe state ofcompany lr transactions during the financial year

e company lr financial position as at that date. The Directors further confirm

ting records maintained for the company, which have been relied upon in the

n of the Dircctors to indicatc that the company will not remain a going concern

ths lrom tho date olthis statement

lenrrnts

n Company flnancial statements were approved by the Board on 25s September
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financial statements as wellas the adequacy ofthe systems of intemal financial
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OFFICE OF THE AUOITOR.GENERAL

E n h u n t i n.q ..l Lt t u n u lt i I i t t'

REPO TOFTH AUDITOR.GENERAL ON NAROMORU WATER AND SANITATION
COMP NY LIMI ED FOR THE YEAR ENDED 30 JUNE, 2O2O

Qualifi

lhave accompanying financial statements of Naromoru Water and Sanitation
bet out on pages 17 to 38, which comprise the statement of financial
lne,2O2O, and the statement of comprehensive income, statement of
Statement of cash flows statement of comparison of budget and actual

Compa
positio
change
amoun ummary of significant accounting policies and other explanatory
informa rdance with the provisions of Article 229 of the Constitution of Kenya

the Public Audit Act, 2015. I have obtained all the information and
explan , to the best of my knowledge and belief, were necessary for the
purpo

lnmyo
Opinion

pt for the effect of the matters described in the Basis for Qualified
lny report, the financial position of the Naromoru Water and Sanitation

Compa s at 30 June, 2020, and of its financial performance and its cash flows
ded, in accordance with lnternational Financial Reporting Standards,

and Kenyan Companies Act, 2015 and the Public Finance Management
Act,201

Basis Opinion

1.0 abilities Handed Over and Capital Structure of the Company

and S

for the

As previ
and liab
handed
formatio
and liabi

Further,
new en
30 June
Compan

ed, the Company at its formation in 2012 was handed over assets
e defunct County Council of Nyeri. However, a listing of creditors
Lting various assets and liabilities assumed by the Company at its

ade available for audit verification. Consequently, the value of assets
d over to the Company could not be ascertained

nt of affairs was not prepared to indicate the capital structure of the
rmation. As a result, the statement of financial position as at
s not reflect any shares or the value of capital structure of the

d Opinio
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2.0 lnaccuracies in the Financial Statements - Property, Plant and Equipment

As disclosed in Note 14 to the financial statements, the statement of financial position
reflects a balance of Kshs.25,592,188 in respect of property, plant and equipment as at
30 June, 2020. However, the balance includes an amount of Kshs.5,418,982 in respect
of Work-in-Progress (WlP), which is however at variance with a balance of
Kshs.8,146,460 reflected in the ledgers and the supporting schedule resulting to an
unreconciled difference oI Kshs.2,727,478. The property, plant and equipment recorded
the assets register revealed that the said assets were neither tagged nor labelled for ease
of identification, control and safety.

3.0 Trade and Other Receivables

The statement of financial position reflects a balance of Kshs.2,351,247 in respect of
trade receivables as at 30 June, 2020. According to a schedule on the aging analysis, the
balance includes debtors totalling to Kshs.950,268 which had been outstanding for over
90 days as of 30 June, 2020. However, the Company did not include provision for bad
and doubtful debts in the financial statements to cover these debts.

Consequently, recoverability in full of receivables balance of Kshs.2,351,247 as al
30 June, 2020 could not be confirmed.

The audit was conducted in accordance with lnternational Standards of Supreme Audit
lnstitutions (lSSAls). I am independent of the Naromoru Water and Sanitation Company
Limited Management in accordance with ISSAI 30 on Code of Ethics. I have fulfilled other
ethical responsibilities in accordance with the ISSAI and in accordance with other ethical
requirements applicable to performing audits of financial statements in Kenya. I believe
that the audit evidence I have obtained is sufficient and appropriate to provide a basis for
my qualified opinion.

Key Audit Matters

Key audit matters are those matters that, in my professional judgment, are of most
significance in the audit of the financial statements. There were no key audit matters to
report in the year under review.

Other Matter

Unresolved Prior Year lssues

ln the report of the previous year, several issues were raised under Report on the
Financial statements and Report on Lawfulness and Effectiveness in Use of Public

Report ofthe Auditor-General on Naromoru llater and Sanitation Cornpory Limitedfor the yeor ended 30 June, 2020
2

ln the circumstances, the accuracy and completeness of the value of the assets held by ' -

the Company could not be ascertained

ln the circumstances, the completeness and accuracy of the work-in-progress balance of
Kshs.5,418,982 could not be confirmed.
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r, although the Management has indicated that some of the issues
, the matters remained unresolved as the County Assembly has not

audit report for 201812019

responsible for the other information. The other information comprises
ors as required by the Companies Act, 2015, and the statement of the
bilities which are obtained prior to the date of this report, and the annual
ected to be made available after that date

financial statements does not cover the other information and I do not
inion or any form of assurance thereon

the audit of the financial statements, my responsibility is to read the
nd, in doing so, consider whether the other information is materially

financial statements or the knowledge obtained in the audit, or
to be materially misstated. Based on the work I have performed on
n obtained prior to the date of this auditor's report, if I conclude that

isstatement of this other information, I am required to report that fact. I

ort in this regard.

ULNESS AND EFFECTIVENESS IN USE OF PUBLIC

icle 229(6) of the Constitution, based on the audit procedures
r the matter described in the Basis for Conclusion on LaMulness and

e of Public Resources section of my report, I confirm that, nothing else
ention to cause me to believe that public resources have not been
in an effective way.

!on

ue Water

year under review, the company produced 241,609 cubic meters (m3)
only 170,9'18 cubic meters was billed to customers. The balance of
(or approximately 29.26%) of the total volume of water produced

unted for water (UFW) which is over and above the allowable water
the Water Service Regulatory Board guidelines. The UFW of 29.26%
in a 4.260/o loss estimated at Kshs.3,328,628. The high level of UFW

may ad ct on the company's profitability and its sustainability of services.

ln the ci , Management is in breach of the law

Rcporl oJ l Auditor-G ral on Naromoru Water and Sanit.ttion Company Limiled.[or the year ended 30 June, 2020
3
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The audit was conducted in accordance with ISSAI 4000. The standard requires that I

comply with ethical requirements and plan and perform the audit to obtain assurance
about whether the activities, financial transactions and information reflected in the
financial statements are in compliance, in all material respects, with the authorities that
govern them. I believe that the audit evidence I have obtained is sufficient and appropriate
to provide a basis for my conclusion.

REPORT ON EFFECTIVENESS OF INTERNAL CONTROLS, RISK MANAGEMENT
AND GOVERNANCE

Conclusion

As required by Section 7(1)(a) of the Public Audit Act, 201 5, based on the audit procedures
performed, lconfirm that, nothing has come to my attention to cause me to believe that
internal controls, risk management and governance were not effective.

Basis for Conclusion

REPORT ON OTHER LEGAL AND REGULATORY REQUIREMENTS

(iii) The Company's financial statement are in agreement with the accounting records

Responsibilities of Management and the Board of Directors

The Management are responsible for the preparation and fair presentation of these
frnancial statements in accordance with lnternational Financial Reporting Standards and
the requirements of the Kenyan Companies Act, and for maintaining effective internal
control as the Management determines is necessary to enable the preparation of
financial statements that are free from material misstatement, whether due to fraud or
error and for assessment of the effectiveness of internal control, risk management and
governance.

Report ofthe Auditor-Oenerql on Nqromoru llqter qnd Sanitation Compony Limitedfor the year ended 30 June, 2020
4

The audit was conducted in accordance with ISSAI 2315 and ISSAI 2330. The standards
require that I plan and perform the audit to obtain assurance about whether effective
processes and systems of internal control, risk management and governance were
operating effectively, in all material respects. I believe that the audit evidence lhave
obtained is sufficient and appropriate to provide a basis for my conclusion.

As required by the Kenyan Companies Act, 2015 I report based on the audit, that:

(i) lhave obtained all the information and explanations which, to the best of my
knowledge and belief, were necessary for the purpose of my audit;

(ii) ln my opinion, proper accounting records have been kept by the Company, so far as
appears from the examination of those records; and



ln pre ring the nancial statements, the Management are responsible for assessing the
Comp ny's abili

to goin

activiti , financi

Mana ment ar aware of the intention to liquidate the Company or to cease operations.

The M nageme
the Au itor-Ge
Acl,2

ln add ontot responsibility for the preparation and presentation of the financial
statem nts d bed above, the Management are also responsible for ensuring that the

Itransactions and information reflected in the financial statements are
tn com liance the authorities which govern them, and that public resources are

ive way.applied in an

The B rd of Dir ctors is responsible for overseeing the Company's financial reporting
proces revlewt the effectiveness of how Management monitors compliance with

and regulatory requirements, ensuring that effective processes and

to continue as a going concern, disclosing, as applicable, matters
concern and using the going concern basis of accounting unless

are also responsible for the submission of the financial statements to
al in accordance with the provisions of Section 47 of the Public Audit

ent, and ensuring the adequacy and effectiveness of the control

Audito eneral' Responsibilities for the Audit

The au it obj are to obtain reasonable assurance about whether the financial
statem asa

relevan
system
and ris
environ

man
ent.

legislati
are in p ce to address key roles and responsibilities in relation to governance

and to i ue an au
of Secti n 48 of th

ole are free from material misstatement, whether due to fraud or error,
itor's report that includes my opinion in accordance with the provisions
Public Audit Act, 2015 and submit the audit report in compliance with

and performing the audit of the financial statements and audit of
er internal control in order to give an assurance on the effectiveness

Article 2
is not a
a materi
or error
reasona
of these

9(7) of t
uarante

Constitution. Reasonable assurance is a high level of assurance, but
that an audit conducted in accordance with lSSAls will always detect

I missta ent and weakness when it exists. Misstatements can arise from fraud
and are onsidered material if, individually or in the aggregate, they could

cted to influence the economic decisions of users taken on the basislybee
rnancra atements

ln additi n to the udit of the financial statements, a compliance audit is planned and
perform to exp ss a conclusion about whether, in all material respects, the activities,
financral transacti ns and information reflected in the financial statements are in

authorities that govern them and that public resources are applied in
accordance with the provisions of Article 229(6) ol the Constitution

complia with t

and sub it the au it report in compliance with Article 229(7) ol lhe Constitution
an effe way, i

Further,
complia
of inter

planni
, I cons

lcontrol , risk management and governance processes and systems in
accorda with th provisions of Section 7(1 )(a) of the Public Audit Act, 201 5 and submit
the audit port in mpliance with Article 229(7) ot lhe Constitution. My consideration of

Auditor-GReporl of t al on Nqromoru Wqter qnd Sanitdtion Compdny Limileclrt)r the year ended 30 June, 2020
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the internal control would not necessarily disclose all matters in the internal control that
might be material weaknesses under the lSSAls. A material weakness is a condition in
which the design or operation of one or more of the internal control components does not
reduce to a relatively low level the risk that misstatements caused by error or fraud in
amounts that would be material in relation to the financial statements being audited may
occur and not be detected within a timely period by employees in the normal course of
performing their assigned functions.

Because of its inherent limitations, internal control may not prevent or detect
misstatements and instances of non-compliance. Also, projections of any evaluation of
effectiveness to future periods are subject to the risk that controls may become
inadequate because of changes in conditions, or that the degree of compliance with the
policies and procedures may deteriorate.

As part of an audit conducted in accordance with lSSAls, I exercise professional
judgement and maintain professional skepticism throughout the audit. I also:

ldentify and assess the risks of material misstatement of the financial statements,
whether due to fraud or error, design and perform audit procedures responsive to
those risks, and obtain audit evidence that is sufficient and appropriate to provide a
basis for my opinion. The risk of not detecting a material misstatement resulting from
fraud is higher than for one resulting from error, as fraud may involve collusion,
forgery, intentional omissions, misrepresentations, or the override of internal control.

Evaluate the appropriateness of accounting policies used and the reasonableness of
accounting estimates and related disclosures made by the Management.

Conclude on the appropriateness of the Management' use of the going concern basis
of accounting and, based on the audit evidence obtained, whether a material
uncertainty exists related to events or conditions that may cast significant doubt on
the Company's ability of to continue as a going concern. lf I conclude that a material
uncertainty exists, I am required to draw attention in the auditor's report to the related
disclosures in the financial statements or, if such disclosures are inadequate, to modify
my opinion. My conclusions are based on the audit evidence obtained up to the date
of my audit report. However, future events or conditions may cause the Company to
cease as a going concern.

Evaluate the overall presentation, structure and content of the financial statements,
including the disclosures, and whether the financial statements represent the
underlying transactions and events in a manner that achieves fair presentation.

Obtain sufficient appropriate audit evidence regarding the financial information and
business activities of Company to express an opinion on the financial statements.

Report ofthe Auditor-Aeneral on Naromoru V/aler and Sanitation Company Limitedfor the year ended 30 June, 2020
6

Perform such other procedures as I consider necessary in the circumstances.
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2018t2019
l) I..

.AILS RETAlNlll) E,ARNI N(;S Kshs
S urplus b/t t/7 t20tE 613.98{
S urplus lir the vear 653.2 t0
Am()rlisati rn of Granl 2.8t5.677
Balance (' F J0/6/201 , {,082.821

2019t21t20
I)t.l -AILS RETAINEI)EARNINCS Kshs

S urplus b/l t/7 t20t9 4.082.82 I

S urplus tbr the year l 86.232
n of (lrant 2.463.671

Balance C F 30/6t202 I 6,732,727

\ \RO\t( )R I I \ I lO\ ( O\tl \\\ t_t\ ] ut).
\( t\t.\t \ .\ll \tst.()R I t \l. \R t.]\t)l._t)30.ll \t..:0:0

NGES IN EQUITY FOR THE YEAR E,NDED 30III .IUNE,2O2O
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. plant& equipment

M FINAN(]INC ACTIVITIES
and cash equ ivalents
alents at the beginning ofthe

alents at the end of the vear

-270.000 -878.328

-5.418.982 -9.982.491

4.974.734 3.683.325

NOTES 2019t2020
186.232

2.900.415

3,086,647

2018t2019
653.210

3.474.605
4,127,815

-21t,692
360.722

299.000

9.968.299

0

10,416,J29

t 4,5,t4,144
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l0.b
t2
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279,793
228,000
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-6 t0,445

0
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10,663,716

9

I .85 I .801
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riginal budgct Adjustments Final budget

2t)t 9-2020

Kshs

2019-2020

Kshs

2019-2020

Kshs

t5,2t5,441

0

15,2t5,447

0

430.000

t00,000

15,215,447

Actual on
comparable

basis
2019-2020

Kshs

15,479.629

0
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0

10.967

7 4.713
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186,2J2
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MAITY SIGNIFICANT ACCOUNTING POLICIES
NG POLICIES

()F PITEPARATION

tinanci l.tat"-enrs have been prepared on a historical cost basis except for the
urenlcnl t re-valued amounts ol ce(ain items of property. plant and equipment,

urities and financial instruments at I'air value. impaired assets at theiretable
nrated re erable amounts and actuarially determined liabilities at their present value.

prep n of llnancial statements in conlbrmitv with lntemational Financial
rting S

gement

llnancial tements have been prepared and presented in Kenya Shillings, which is the
ional reporting currency ol the Company.

statements have been prepared in accordance with the PFM Act, the State
ralions ct. and lntcrnational Financial Reporting Standards (IFRS). The accounting

icies ado have been consistently applied to all the years presented.

b) RE ENT]E I{E('oGNITION

nue fro the provision of water is recognized in lhe year in which Naromoru

tion Conrpany provides water in which customers accepled the commodity

services provided.

Govemment are recounized in the vear in which Naromoru Water and

ion Co ny receil'es such grants.

e is recognized as il accrues

PERTY PLANT AND EQUIPMENT

y Plant Equipment are stated at cost less the depreciation charged

d) DE, t..( t.\'il()\

rallon I pharged on reducing balance method using the fbllowing rates

l2.5Yo

one &

ards (IFRS) allows the use of estimates and assumptions. It also requires
exercise judgmenl in the process of applying the Company's accounting

mputers

& equipment

30%

12.5%

12.5%

25%

preciati

cnt

r ch ic lcs

epreciation charge is recognized both in the year olasset purchase and in the
isposal.
and impairment oiproperty, plant and equipment

rty. plant and equipment are reviewed annually lor impairment. Where the
t of an asset is assessed as greater than its estimated recoverable amount, an

r

I

pd

financial

Sani
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CIAL STATEMENTS FOR THE Yf,AR ENDED 30JUNF,2O2O

is recognized so that the asset is written down immediately to its estimated
ount.
TIZATION ANI) Il\tPAIRMEN't ()F IN'IANGIBI,E ASSETS

s calculatcd on the straight-line basis over the estimated useful lifb of
are oflhree years at a rate of33.3%
ftware is reviewed annually for impairment. Where the carrying amount of

ASset is assessed as greater than its estimated recoverable amount, an

is recognized so that the asset is written down immediately to its estimated
unt.

TORIES

ued at the lower ofcost and net realizable value.

US

g limited by Guarantee does not pay dividends and its surplus is ploughed

linance c mpany activilies.

serve relatcs to the revaluation ofcertain items of property. plant and

icated in the Statement ofChanges in Equity. this is stated after transfer

ss depreci ion net ol related del'erred tax to retained eamings. Revaluation surpluses

d istributa e.

RECEIVABLES

d canied at the realizable valuecognized

lanrcs

at bank
in hand

2019-2020

I .854.961
nil

2018-2019

4.974.734
nil

I,85,1,961 1,971,731

e tt?re I t'lo.:ing hulunc'e.\ us the compdny t'loscd the ),ear
rtl dis su rc

and other ies related to the company include those parties who have ability to
lore rcise signilicant inlluence over its operating and financial decisions.

ies includ management personnel, their associates and close family members
ed toup is rel
ounty Govemment of Nyeri
s h.0
ana Water Services Board
sh.566,5{l

I ll. RA
sh.lJl.9tll
ASITI:B
sh.260.608
ey manager.ne nt

h.0
oard of directors

ir'.
v.
vi.

v ll.

h.0
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Bank
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2 OF NE\\'ANI) REVISED S-I'ANI)ARDS

eu standards and amendments to puhlishcd standards cffective for the
d 30 June 2019

. ended standards and intcrpretations in issue but not yet effective in
ed 30 .lune 2017

Applicati
Rc

of nt'u d rcviscd I ntcrnational Financial Reporting Standards (I F'RSs)
vunl ne'fi' antlards und amendments to published standurds e.ffective .for the

year ende 30 .hne 2
The lbllo
material i

Amendment
32

Assets and
l.iabilitics

Ol).sctting F cia I amendments clarify the meaning of'currently has a legally

new
on mounts reported in these llnancial stalements

to IAS e amendments to IAS 32 clarily the requirements relating to
ollset of tinancial assets and tinancial tiabitities. Specifically.

cial ofceable right of set-olf and 'simultaneous realisation and
lement'. I'he amendments require retrospective application.

e application ofthe new standard has not had any impact on
disclosures or the amounls recognised in these linancial
ements as the Group does nol have any ollsetting

& SAN
ANT) FINA

l,' o

Rclcvan

!'ear en

Standard Impact

PSAS 39
ployee enelitsB

Applicable: l"t January 2018

The objective to issue IPSAS 39 was to create convergence to

changes in IAS l9 Employee benefits. The IPSASB needed to

create convergence ol IPSAS 25 to the amendments done to IAS
19. The main objective is to ensure accurate inlbrmation relating
to pension tiabilities arising liom the deilned benelit scheme by

doing away with the corridor approach.

Standar I Effcctivc date and impact:

ew and
he year

Applicable: I't January 2019:

The slandard covers public sector combinations arising fiom
exchange transactions in which case they are treated similarly
with IFRS 3(applicabte to acquisitions only) Business

combinations and combinations arising tiom non-exchange

transactions which are covered purely under Public Sector

combinations as amalgamations.

IPSAS 4

Sector

C'ombinz

: l'Lrblic

t() It 5

gen]ents

24
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revised IFRSs were el'fective in the current year and had no
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The amendments to IAS 36 remove the requirement 10 disclose
the recoverable amount of a cash-generating unit (CGU) to which
goodwill or other intangible assets with indefinite useful lives
had been allocated when there has been no impairment or
reversal of impairment of the related CGU. Furthermore, the
amendments introduce additional disclosure requirements
applicable to when the recoverable amount ofan asset or a CGU
is measured al fair value less costs ofdisposal. These new
disclosures include the fair value hierarchy, key assumptions and
valuation techniques used which are in line with the disclosure
required by IFRS I 3 Fair Value Measurements. The amendments

' require retrospective appl ication
The application oflhe new standard has not had any impact on

I the disclosures or the amounts recognized in these financial
statements as the Group does not have any goodwill or other

I intangible assets with indefinite useful lives

The amendments to IAS 39 provide relief fiom the requirement
to discontinue hedge accounting when a derivative designaled as

a hedging instrument is novaled under certain circumstances. The
amendments also clarify that any change 1o the lair value ofthe
derivative designated as a hedging instrument arising tiom the

novation should be included in the assessment and measurement
of hedge ell'ectiveness. The amendments require retrospective
application.
The application ollhe new standard has not had any impact on

the disclosures or the amounts recognised in these financial
statements as the Group does not have any derivatives.

The amendments to IFRS l0 deflne an investment entity and

introduce an exception tiom the requirement lo consolidate
subsidiaries lor an investment entity. In terms olthe exception.
an inveslment entity is required to measure its interests in
subsidiaries at fair value through profit or loss. 'fhe exception
does not apply to subsidiaries of investment enlities that provide
services IhaI relate to the investment entity's investment
activities.
To qualily as an investment entity. certain criteria have to be met.

Specifically, an entity is an investment entity when it:
. obtains l'unds tiom one or more investors for the purpose
of providing them with investment management services:
. commits to its investor(s) that its business purpose is to
invest funds solely for retums liom capital appreciation,
investment income. or both; and
. measures and evaluates perfbrmance of substantially all of
its investments on a lair value basis.
Consequential amendments to IFRS l2 and IAS 27 have been

madc to introduce new disclosure requirements fbr investment
entities. The application olthe new standard has resulted in more
exlensive disclosures in the consolidated tlnancial statements.

S

25
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IFRIC 2l addresses lhe issue olwhen 1o recognise a liability to
pay a levy. The Interpretation defines a levy. and specifies
that the obligating event that gives rise to the liability is the
activity that triggers the payment ol'the [evy, as identilied by
legislation. The Interpretation provides guidance on how
difli:rent levy arrangements should be accounted lbr. in
particular. it clarifies that neither econonric compulsion nor
the going concem basis oftlnancial statements preparation
implies that an entity has a present obligation to pay a lery
that will be triggered by operating in a future period. IFRIC
2 I requires retrospective application.

The application of the new standard has not had any impact on the
disclosures or the amounts recognized in these tinancial

j statements as the Group did not have any levies accounted lbr
as a liabilitv

mended stundards and interprelulions in issue but not yel elfective
entled 30 .lune 201 6

A nrc ndnrc n l.s I o .s I tt ntkt r ds

ts to IAS l6 and IAS 38
ts to IF'RS I I

Ellbctive .for annual
periods beginning on or
aJie r

I January 201 8

I Januarv 2016
I January 2017
1 January 2016
I January 2016

ctors of'the company do not anticipate that the application ofthe
will have a significant impact on the company's llnancial statements

doption ol standards

pany did not early-adopt any new or amended standards in 2015

UN'fING JUDCMENTS AND KI]Y SOURCIIS OtI ESTIMATION

lapplying the company's accounting policies. which are described in note
are required to make judgments. eslimates and assumptions about the

ls olassels and liabilities that are not readily apparent lrom other sources.
d associated assumptions are based on historical experience and other

considered to be relevant. Actual results may dilfer liom these estimates.

d underlying assumptions are reviewed on an on-going basis. Revisions
timates are recognized in the period in which the estimate is revised if the
only that period or in the period of the revision and future periods if the
both current and tuture periods.

ljudgment in applying the entities accounting policies are deah with

26
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ents in applying accounting policies

critical .judgments. apart from those involving estimations (see b below),
rs have made in the process ofapplying the company's accounting
t have the most signiticant etlect on the amounts recognized in financial

f estimation uncertaintv

each reporting period, the company reviews the carrying amounts of its
tangible assets to determine whether there is any indication that those assets

an impairment loss.

dication exists. the recoverable amount olthe asset is estimated in order to
extent ol'the inrpairrlent loss. Where it is nol possible to estimate the
ount o['an individual asset. the company estimates the recoverable amount

ting unit to which the asset belongs.

tes

n1

nt und intangible a.rsets
are made by the directors in determining depreciation rates fbr property,
and intangible assets.

n note 2l to these flnancial statements, the company is exposed to various
ilities in the normal course ofbusiness including a number oflegal cases.

evaluale the status ofthese exposures on a regular basis to assess the
the company incurring related liabilities. However, provisions are only

cial statements whsre. based on the directors' evaluation, a present

is subjected to numerous taxes and levies by various govemment and
ent regulations bodies. As a rule of thumb. the company recognizes
e anticipated tax/levies payable with utmost care and diligence. However.

gment is usually required in the interpretation and applicability ofthose
hould it come to the attention of managements in one way or other, that
orded liability was erroneous, such dil'f-erences will impact on the income
n the period in which such dif-ferences are determined

)7
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INANCIAL STATEMENTS (continued)
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is primarily attributable to its trade receivables. The amounts presented in the

ion are net ofallowances Ibr doubtful receivables, estimated by the company's
group policy of providing tbr debts that are over ten months old

ivables is limited because the customers.ue known customers with high credit

ds with financial institutions is also low, because the counter parties are banks

ly performing category are paying their debts as they continue trading. The

not impaired and continues to be paid
as been lully provided for.

agcment

Iiquidity risk management rests with the board ofdirectors. which has built
management tiamework tbr the management of the company's sho( and

iquidity management requirements. The company manages liquidity risk by

ies through continuous monitoring of forecast and actual cash flows. The

m its ultimate parent company in the short term fuflher reducing its
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APPI., tX ll: OGRESS ON FOLLOW tJP OF AUDITOR RECOMMENDATIONS

Reference
No.
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{uditor Managcment c()mments

Focal Point
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Status
Timeframe:
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Nyeri County
CEC Water &
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and handed over to the

company by the County

Government of Nyeri.
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a kam County Alcoholic Drinks Control Fund
Financial Statements
ended June 30, 2019
THE FINAIICIAL STATEMENTS (CONTINUED)

related party relationships

parties related to the Fund include those parties who have ability to
lor exercise significant influence over its operating and financial

lated parties include management personnel, their associates and close
. The fund/scheme is related to the following entities:

Government of Kakamega
vemment of Kakamega Ministry of Public Service and Administration
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